VII.  Price Deflators

Listed below are descriptions of the price deflators used in this report
along with the obligation trends for which they were used. The indices
other than the GNP Implicit Price Deflator and the CPI for medical care
services are cost indices (i.e. they are based on the price of inputs
used). Cost indices were used because of the largely unquantifiable nature
(or lack of meaningful market prices) of the outputs from activities such
as R&D, student training and hospital and university construction. If such
indices measured increasing costs which were totally unreflective of
quality improvements, they would measure changes in purchasing power
relative to a given base year (1969 and 1967 used here) . In the presence
of quality improvements which bring a higher price either by attracting
dollars from other goods and services or via overall increases in real
living standards, constant dollar trends can only be rough approximations
(underestimates in the presence of quality improvements) of the underlying
shifts in the level of real resources involved.

A.  GNP IMPLICIT PRICE DEFLATOR.  Constructed as a weighted average of the
prices of all goods included in the GNP (Department of student support,
construction, etc. and medical care costs,

B.  BIOMEDICAL R&D DEFLATOR.  Developed by Westat for the  National
Institutes of Health to measure the effect of price increases on NIK
biomedical research expenditures.  (Basic Data Relating to NIH, 1976.)

C.  CONSTRUCTION. Based on detailed accounts of the cost of materials,
labor,  overhead and profit for non-residential construction in thirty
U.S. cities.  (American Appraisal Company Index,  Construction Review,
Department of Commerce.)

D.  HEALTH PROFESSIONAL TRAINING. Weighted average of salary increases for
medical school faculty and the implicit GNP deflator for nonfinancial
corporations.   (Journal of Medical Education, Association of American
Medical Colleges; Survey of Current Business, Department of Commerce.)

E.  CONSUMER PRICE INDEX FOR MEDICAL CARE SERVICES.   Includes prices  for
several  drugs  and  prescriptions;  physician  and other health
professional services; laboratory tests outside hospital; and hospital
services.  Health insurance is also represented by prices for a number
of hospital and pro- fessional services for which claims are paid, plus
a small portion representing the insurer's earnings or "overhead."
Source:  Survey of Current Business, U.S. Department of Commerce.

F.  HIGHER EDUCATION PRICE INDEX.  Based on  salaries  of  faculty;
administrators and other professional service personnel, clerical,
technical, service and other nonprofessional personnel; and contracted
services such as data processing, communication, and transportation;
supplies and materials; equipment; books  and  periodicals;  and
utilities.  Weights assigned based on the relative importance in
current-fund educational and general budgets.  (Higher Education Prices
and Price Indexes, National Institute of Education)
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